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FRANCO-BRITISH RELATIONS AND THE RUHR 


Within the last two weeks important material dealing with Franco- 
British relations and the Ruhr occupation has been made available through of- 

ficiel speeches; particularly, "Correspondence With the Allied Governments Re- 
specting Reparations Payments by Germany", a "White Paper" issued by the Brit- 
ish Government on August 12. 


On August 2 (NEW YORK TIMES August 3) Premier Baldwin reviewed Anglo- 
French negotiations in regard to the Ruhr in a speech before the House of 

Commons. In conclusion he said; “Deep down in svery British heart, irrespec- 
tive of party, lies a profound sense of what they believe to be right. ... 


"If the British people should feel after a lapse of time that the 
wounds of Europes were being kept open instead of being healed there might 
easily ensue the last thing in the world I would like to see, and that would 
be an estrangement between our people and those who took the opposite view," 


The text of te British note of July 29 proposing a joint reply to 
Germany and that of August 11 are given in full: in the NEW YORK TIMES for 
August 13. A summary of these documents follows. 


The note of July 20 states that the cccupation of the Ruhr has not 
resulted in increased payments, and that such payments cannot be made until 
German credit has been re-established and German currency has been stabilized, 
The military occupation of the Ruhr prevents necessary economic recovery. The 
British Government is ready to urge Germany to abandon the attitude of passive 
resistance provided, 1. a new attempt is made to settle the amount of repara- 
tions on the basis of Germany’s ability to pay; 2. proposals are made for the 
restoration of the Ruhr so that production may be resumed. 


The British proposals may be summed up as follows: 


"1. The German Government to undertake to abandon the policy of pas- 
sive resistance, 


"2, Steps to be taken upon the cessation of passive resistance for the 
resumption of the civil administration of the Ruhr and to provide for the pro- 
Sressive evacuation of those areas. 


"3. A body of impartial experts to be set up, charged with the duty of 
Advising the Allied Governments and the Reparation Commission, respectively, 
8S to Germany’s capacity to pay, and as to the mode of payment to be pre- 
Bcribed. The cooperation of an American expert to be sought and arrangements 
40 be made for German experts to be consulted and heard. 
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"4, The same body, or a body similarly constituted, to be asked to ad- 
yise the Reparation Commission as to the economic sureties and guarantees to be 
pledged by Germany to the Allies. 


§ "5, Interallied discussion to be opened with as little delay as possi- 
ple, whether by conference or otherwise, for the purpose of elaborating a com- 
prehensive plan of a general and final financial settlement. 


"6. So soon as the economic sureties and guarantees which Germany will 
have pledged to the Allies have been put into effective operation, the occupa- 
tion of all German territory outside the limits laid down by the Treaty of 
Versailles to come to an end". 


The proposed identic reply to Germany (submitted to France and Belgium 
with the note of July 20) includes these provisions and also says that:". .. 
no guarantees for the punctual discharge of accepted liabilities will suffice, 
| unless provision is at the same time made for some form of international con- 
trol of German financial administration". 


The note of August 11 recalls the fact that in the note of July 20 the 
British Government endeavored to propose a common plan of action which would 
give full consideration tc the Franco-Belgian point of view. The reception 
given these proposals leaves "the painful impression that neither are their 
suggestions welcomed by their Allies nor is their offered cooperation held to 
merit consideration except on condition that no departure be made in any way 
particular (sic) from whatever France and Belgium declare to be their overrid- 
ing views and decisions". 


Official statements, the British note continues, indicate that France 
will insist upon a minimum payment of 26,000,000,000 gold marks in addition to 
the amount of her debts to Great Britain and the United States, and that Bel- 
gium will demand a minimum payment of 5,000,000,000 gold marks. But according 
to the estimate made by M. Bokanowski, Rapporteur of the French Budget, the to- 
tal payments would be about 65,900,000,000 gold marks and calculating the French 
and Helgian percentages as 52 and 8 per cent (decided by the Spa agreement) 
France would receive not more than 34,000,000,000 gold marks and Belgium 
5,200,000,000 gold marks. Belgium has already received 1,500,000,000 gold 
marks, which is more than any other country has received and her war debts have 
been canceled. France owes the United States and Great Britain about 
27,000,000,000 gold marks which would give her a balance of about 7,000,000,000 
on the basis of the 34,000,000,000 officially estimated. Her new claims there- 
fore are for three or four times the amount formerly agreed upon, Lost ships 
and cargoes represent material damage quite as much as ruined villages. The 
hew priority demanded for France and Belgium would not be fair to the other Al- 
lies. So runs the British argument. 

The note repeats the suggestion for the final settlement of reparations 
by an impartial body of experts. The amount should be based on Germany’s abil- 
ity to pay, which. has never been determined, The Reparations Commission cannot 
make an adequate study since it has no American representative and also because 
". « « the commission has become in practice an instrument of Franco-Belgian 

h policy alone". It is important that the figures finally determined be accepted 

by the German Government as "just and reasonable". 


The British Government declares that the occupation of the Ruhr is not 
Buthorized by the Versailles Treaty. They are willing that the question of its 
‘legality should be referred to the International Court of Justice. 
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Referring to the French Government's statement that they entered the 
Ruhr not so much to secure prompt payment of reparations as for "the breaking 
of Germany’s resistance and the creation of will on her part to pay", the Brit- 
ish note declares that the continued occupation is lowering Germany’s capac- 
ity to vay. The French indemnity of 1871 is not a parallel both because the 
campaign itself was very short and because France had credit facilities which 
Germany has not. The French and Belgian Governments insist that they will not 
completely evacuate the Ruhr until full reparations payments have been made, 
and that the amount dewanded cannot be lowered. This means, the note contends, 
occupation for at least thirty-six years since it is improbable that full pay- 
mont can be made in iess time. Great Britain is willing to accept 14.2 billion 
gold marks as total payment both of her share of reparations and of the Allied 
debts to her. This ropresents the value of the recentiy funded British debt to 
the United States. 


The British attitude on the legality of the occupation of the Ruhr is 
summarized by J. A. Spender in the New York EVENING POST for August 15. He says 
in part: "The British documents now published break new ground by definitely 
challenging the legality of French occupation of the Ruhr. The British Govern-' 
went holds that the famous Paragraph XVIII to which the French appeal does not 
justify territorial occupations as sanctions for default and that even if it 
did it would not justify one Power in acting alone. For practicai peovle the 
real test is not the legal argument, but the consequences which -would follow if 
the French contention were right. This in efisct wouid be to give plenary abso- 
lution to each and any of the Allied to do what she chooses to Germany on the 
ground that she is not recsiving reparaticas. 


"If the French may go into the Ruhr we, by the same argument, might go 


into Baden and the Italians into Bavaria or the French way extend their occupa. 


tions and march to Borlin, and the Germans, according to their theory, wiil be 
bound to submit. Evidently on these terms it would on.y be necessary to keep 
the demand on Germany above her capacity to pay to reduce the treaty to waste 


paper and authorize the Alliss to dismember her in any way that might seem to 
fit to their separate Governments." 


Accompanying the note cf August 11 was a memorandum on Allied indebted- 
ness to Great Britain which comaenis that "These was no suggestion when the 
loans wera made that repay..ent should be dependent on recoveries from Germany... 
The bills wors made... with the clear intention that as soon as French credit 
was sufficiently re-established they should be redeemed out of French Government 
loans.... ‘Jhile his Majesty’s Government... has tacitly recognized that the time 
has not yat arrived for giving effect to this intention, it must be clearly un- 
derstood that in the absence of & new @greement the carrying out of it remains 
an obligation of the French Government which cannot honorably be repudiated..." 


A "Yel’.ow Book" has also been issued by the French Government giving the 
documents on their side of the case. This, according to the NEW YORK TIMES for 
August 14, may be summed up in the following excerpt from Poincare’s instruc- 
tions to Count de Aulaire, French Ambassador in London: 


"It should be mado clear in London and Washington as in Brussels that 
these are the great principles of French action: France does not desire any 
COnquest in Europe; but she does wish +o be protected against any return offen- 
five b; Gormany, sither military or economics; she wishes that the cost of recone 
Struction of her devastated areas which she has so far borne almost alone should 
be paid for by Germany and not by herself; she is willing +o pay the debts which 
she contracted during the war and thovzh she has made clear the essential dif- 
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ference which exists between her debts and those of Germany she is ready to 
give Germany the benefit of advantages conceded to her." (i.e., to France) 


"But she has for the moment no confidence whatever in the goodwill of 
Germany and that is why she will apply to Germany the conditions of the Treaty 
of Frankfort, The districts of the Ruhr occupied by us will not be evacuated 
except in proportion and according to payments made by Germany." 


THE REPARATIONS DISPUTE 


The official French and German statements as to reparations payments 
which have already been made were summarized in the INFORMATION SERVICE for May 
19, The French Bureau of Information bulletin for July 23 gives these figures 
in full and criticizes the German claims, The Reparations Commission's figures 
for "deliveries and payments credited to Germany in conformity with the Treaty 
of Versailles" allow total credits of 7,927,500,000 gold marks, while the Ger- 
man claims are for 22,440,000,000 gold marks. The difference is due chiefly to 
different methods of valuation, The French estimate for the Saar coal mines, 

it is explained, approximates a German estimate made in 1914 on the basis of 
revenue derived from the mines for the twenty years previous plus 6.5 per cent 
interest. But the German estimate allowed "considerable value" for the coal re- 
serves in the mines. Other differences are due to the fact that German esti- 
mates are made on purchase price and the Commission's on a forced sale price. 
The coal deliveries, the Commission credits at the mine price; Germany, at world 
market prices. Germany estimated foreign securities turned over to the Commis- 
sion at par value in Austrian, Russian and Polish currency. France regards them 
practically valueless, From the total amount credited by the Commission should 
be deducted, France insists, the coal supplied to Germany under the Spa agree- 
ment, the cost of the military occupation and expenses of control commissions, 
leaving a balance of 5,076,000,000 gold marks actually paid. 


The Bulletin enumerates additional German claims amounting to 
33,365,000,000 gold marks which France disallows. These, it is explained, in- 
clude commercial pre-war transactions; debts owed to Germany by her allies (now 
practically worthless because of the insolvency of the debtor countries); Ger- 
man properties abroad seized by the Allies, to guarantee payment of claims due 
Allied citizens for property seized in Germany (any final balance in Germany's 
favor will be credited to her); cost of the military occupation, which Germany 
has not actually paid; various amounts which have nothing to do with repara- 
tions, such as the cost of disarmament and internal expenses due to the war. 


The report of the American Institute of Economics, "Germany's Capacity 
to Pay", states that an impartial study indicates that Germany has surrendered 
property worth approximately 25 or 26 billion gold marks in fuifillment of the 
reparation clauses of the Versailles Treaty. This estimate, it states, may be 
several billions too high or too low, The following classes of "reparation pay- 
ments, deliveries, dnd transfers of wealth" are included in this estimate: Pri- 
vate property abroad, seized and liquidated; state property; merchant marine; 
cash; railroad material; non-military equipment and property surrendered on west 
front after the Armistice; coal, coke, by-products, dyestuffs, chemicals, etc.; 
Saar coal mines; live stock, cabies, miscellaneous reconstruction deliveries, 
penal deliveries, inland watercraft; private securities; "all other". The total 
Value credited is 25,800,000,000 gold marks. Some of these fall into the group 
not allowed by the French figures. In the case of the classes credited by the 
‘Reparation Commission the amounts allowed usually fall between the Commission's 
figures and the German figures. 


—| 


The French bulletin cited also states that France has already spent 
94,487,000,000 francs for reparations, of which 54,050,000,000 francs was paid 
for damage to property; 31,637,000,000 francs for damage to persons; and 
‘ 8,800,000,000 francs interest on reparations loans. The payments for damage to 


property are classified as indemnities paid to private property owners for re- 
construction; interest on these indemities since Nov. 11, 1918; cash advances 
to private owners in emergency cases; work and material paid by the Government 
(railways, clearing of ground, etc.); restoration of public utilities and admin- 
istrative expenses, Payments for damage to persons include war pensions, allow- 
ances, war prisoners, cash advances to needy families of soldiers killed in ac- 
tion, indemnities to families of soldiers killed in action, artificial limbs 
for crippled soldiers, national office for crippled soldiers, medical attention, 
war orphans, civilian victims of the war. 


THE FRENCH FINANCIAL SITUATION 


J. Lawrence Laughlin, editor of the Journal of Political Economy, dis- 
cusses the French financial situation in the REVIEW OF REVIEWS (New York) for 
June. He states that even before the war France was spending more than her in- 
come on the theory that the nation’s surplus was almost inexhaustible, At the 
end of 1913 her total debt (figuring the franc at its par value of 19.3 cents) 
was $6,492,000,000 which was nearly twice the British debt, more than twice the 
Italian, and more than five times the German, Less than one sixth of this was 
caused by the indemnity paid to Germany in 1871. The money cost of the World 
War was $37,588,000,000 (at par) to France or $12,430,000,000 at the rate of 
exchange in 1913. Property losses were about $5,000,000,000 making 
17,430,000,000, in all. In 1913 the French national wealth was 

; §7,900,000,000. Including property losses the cost, computed on the gold ba- 


sis, was 30% of hor national wealth in 1913, The debt has continued to in- 
crease since the war because of necessary expenditures for reconstruction and 
pintions. In 1920 the receipts of the French Government (excluding loans) were 
81,61 per cent of the total expenditures and in 1922, 44,57 per cent. At the 
end of 1921 the total debt was 308,427,000,000 francs. On March 31, 1922 the 
French official statement gave the domestic debt as 242,108,000,000 francs and 
the foreign debt as 74,875,000,000 francs. Even if she did not have to meet 
the payments for reconstruction she would still have had to borrow an amount 
nearly cqual to her total receipts. In 1922 the deficit was estimated at 
20,82€,00'',000 francs; for 1925, at 35,234,000,000. Expenses for administra- 
tion and the army may be decreased a third, and there may be an increase of a 
billion francs in taxes and revenues for 1923. 


The income tax was first imposed in 1916 and is now yielding increasing 
returns. It is a gradvated tax applying to incomes above 6,000 francs. But 
there are only a few large fortunes and the agricultural population, which is 
47 per cent of the whole, pays a little more than 1 per cent of the tax and the 
"liberal professions", 8 per cent of the total population, pay more than all 
the farmers, 


The French Government loaned (in money and supplies) 15,600,000,000 
francs to Czechoslovakia, Esthonia, Finland, Greece, Italy, Jugoslavia, Let- 
tonia, Lithuania, Poland, Rumania and Russia. Of this nearly one-third loaned 
to Russia is regarded as a complete loss. The income of French investors from 
foreign loans has been reduced so that there is now no net balance in their 

favor, The French debt to the United States including unpaid interest and 
loans to French cities guaranteed by the Government is now about $4,000,000,000. 
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Funds for reconstruction have been obtained through the organization 
by @ group of French banks of the Credit National with a capital of 100,000,000 
francs. This was authorized to issue premium bonds of which the interest is 
guaranteed by the state. These bonds are to be paid by the German payments 

for reparation. About 93,000,000,000 francs have been spent on reconstruction 
§ and about 40,000,000,000 more will be needed. 


But even if Germany should pay for pensions and reconstruction there 
is still the public debt, which at par, is greater than the total national 
wealth. Bank of France notes have been inconvertible since August, 1914. The 
quantity of notes in circulation is more than six times as large as in 1913 
because of advances to the state. The Government is endeavoring to hold to a 
policy of reduction of issues although they have been increased recently. Pay- 
ment of reparations would help the Government to repay advances from the Bank 
of France and therefore raise the rate of exchange. Even with such payments 
and a steady policy of reduction in issues, it will be a long time before the 
franc can reach par again. 


INCREASED PRODUCTION AND PURCHASING POWER 


Ernest G. Draper, President of the American Creosoting Company, is the 
author of two articles on industrial questions in the New York Evening Post 
for Aug. 7 and Aug. 9. He says in parts: "Wealth and production have greatly 
increased, to be sure, but there is still one searching indictment of our so- 
ciety, which, if we are frank with ourselves, we cannot fail to recognize. ... 
Qur present form of society has caused a condition of wide inequality, so that 
the relatively few rich have become richer while the great mass of the poor 
have become poorer. 


"This criticism runs counter to economic theory, which we have always 
taken for granted. Economists have told us for years that the way out for the 
laborer was through increased production. ... ° We now know, however, that in- 

creased production has not meant increased purchasing power and, under present 
conditions, probably never will." 


In discussing wages and unemployment Mr. Draper says: "If to-morrow we 
should brand as parasitic and illegal every business which could not pay its 
lowest earning workers a subsistence wage, the confusion that would result 
would be terrific. ... To say that we could not pay the bill is, in my opin- 
ion, untrue. It is a fallacy to believe that low wages always mean low labor 
costs. It is also a fallacy to believe that we cannot improve our present 
production ratios between earnings and expense. ... 


"We can say with some measure of authority, therefore, that the right 
to eat and the right to work are not merely nebulous conjecture. They are 
concrete principles of life, which are both humane in conception and relatively 
easy of attainment any time that we summon sufficient effort to accomplish the 
task. None of us is so foolish as to believe that the resulting world would 

be Utopia, but neither are we rash enough to deny that for millions of mis- 
shapen lives +his new world would wear a greener and a fairer aspect than it 
had ever worn before", 


THE W. C. T. U.’s INDUSTRIAL CREED 


It is probably not widely known that the Woman’s Christian Temperance 
- Union has an industrial creed. It reads as follows: "We believe in a living 
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wage —- in an eight hour day, in courts of conciliation and arbitration, in 
justice as opposed to greed of gain, in "peace on earth and good will to men," 
and finally we pledge ourselves to labor and to pray that all these principles, 
founded upon the gospel of Christ, may be worked out in the customs of society 
and the laws of the land.“ This is simple and brief but it was adopted in 
1875! 


WOODROW WILSON ON CAPITALISM 


The widely announced article by Woodrow Wilson in the Atlantic for 
August contains the following passage: "There are thoughtful and well-informed 
men all over the world who believe, with much apparently sound reason, that the 
abstract thing, the system, which we call capitalism, is indispensable to the 
{ndustrial support and development of modern civilization, And yet everyone 
who has an intelligent knowledge of social forces must know that great and 
widespread reactions like that which is now unquestionably manifesting itself 
against capitalism do not occur without cause or provocation; and before we 
commit ourselves irreconcilably to an attitude of hostility to this movement 
of the time, we ought frankly to put to ourselves the question, Is the capital- 
istic system unimpeachable? which is another way of asking, Have capitalists 
generally used their power for the benefit of the countries in which their 
capital is employed and for the benefit of their fellow men?’ 


GOVERNOR BAXTER ON LAW ~ NOT WAR 


: Governor Baxter of Maine issued a proclamation July 29 as “Law - Not 
War" day. His statement contained the following: "The recognition of the 


brotherhood of nations is in no sense a sacrifice of national spirit. Each na- 
tion well may take pride in its history and achievements, Each should have its 


aspirations fcr the future, but these should be grounded in an abiding respect 
for the rights and aspirations of others. Peace is the greatest of causes and 
war is doomed to be outlawed. May the great influence of this nation be as 
effective in bringing about World Peace as it was in terminating the World 
War. . . I urge the clergymen of this State to present this greatest issue to 


their people so that right thinking citizens may give it their unanimous sup- 
port." 


| 


